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NIGER - KEY ECONOMIC INDICATORS 
1989 
1986 1987 1988 Projections 


Domestic Economy 
Population (millions) 


Population growth rate ($%) 
GDP in current U.S. dollars (billions) 
Per capita GDP 

(World Bank Atlas method - 1987 U.S.S) 
Real GDP, % change 1980 to 1988 
Consumer price indices: 
Traditional goods & services (1962/3=100) 
European goods and services (1964=100) 


Production and Employment 
Modern Sector Labor force (total persons 


in the Social Security System) 48,786 47,730 
Industrial Production, (1980=100) 128.8 135.3 


Balance of Payments (millions of U.S. dollars) 
Trade Balance -33 
Exports (FOB) 331 
Imports (CIF) -364 
Services, net =110.5 
Transfers, net LOS...1 
Current-account balance -38.4 
(excl. official transfers) -186.8 


Debt-service as % of exports of goods and services 
before rescheduling 48.7 46.9 


after rescheduling S359 ° ° 30.8 
Foreign debt payments (millions of U.S.$) 

due before rescheduling LT Sez 20. 204.8 LTT eo 

after rescheduling 120.4 LSoe7 PST ol 116.8 
Foreign Exchange reserves 

(millions of dollars) 189 248 232 220 
Average exchange rate CFAF per dollar 346.3 300.5 297 «9 314 


Official Development Assistance - Foreign Aid (millions of U.S. dollars) 
Total bilateral and multilateral 506.2 435.4 389.2 393 


exports to Niger (FAS) 6.4 
imports from Niger (Customs Value) “es 
share of Niger's exports ($%) N/A 
share of Niger's imports ($%) N/A 
bilateral assistance goad 
Economic Biot 
Military 250 


Principal U.S. exports (1988): food products (donated), grain sorghum, wheat, 
used wearing apparel, machines, general merchandise, earthmoving equipment 
Principal U.S. imports (1988): U.S. products returned for repair 


Sources: Ministry of Planning, UNDP, Central Bank for W. African States, IMF, 
U.S. Department of Commerce 





OVERVIEW 


Niger is a landlocked country in the midst of Africa's arid Sahel. 
Most of Niger's 7.5 million people live in a marginally produc- 
tive, 250 kilometer wide band of land along the border with 
Nigeria. The mainstays of Niger's economy are uranium mining, 
herding, and subsistence agriculture. The harvest is threatened 
periodically by drought. Prices for the nation's only nonagricul- 
tural developed resource, uranium, remain in a deep slump. The 
nation's other mineral resources may contribute to the economy 
during the mid-1990s. 


Government expenditures currently exceed revenues by a wide 
margin. In 1988, revenue equalled 10 percent of GDP, but 
expenditures were 20 percent of GDP. Grants, loans, and debt 
rescheduling finance the fiscal deficit. 


Niger's uranium boom began to fade in the wake of the 1979 nuclear 
accident at Three Mile Island and the Chernobyl disaster. The 
resulting decline in uranium prices and demand created severe 
economic dislocations in Niger. Not only was the mining sector 
disrupted, but banking, construction, and transport interests, 
which had expanded to meet demand during the boom years, became 
severely depressed. 


Many French and other European businesses closed their operations 
in Niger, and the expatriate community began a decline that 
continues to date. Mining, almost entirely uranium, declined 
from 8.3 percent of GDP to 6.7 percent between 1983 and 1988. 
Niger's GDP has remained relatively flat since 1980. While a few 
sectors have advanced, on balance the GDP has gained only 0.1 
percent in the past 10 years. 


In the late 1970s, coinciding with the uranium boom, Niger 
experienced a series of good rains and harvests. Herds were 
restocked to levels last seen prior to the great drought of the 
early to mid-1970s. This brief era of optimism and economic 
growth ended with the uranium bust in the early 1980s and a 
return to poor rains and harvests in 1984. 


Despite years of economic malaise, an orderly transition of power 
occurred after the death of President Seyni Kountche from a brain 
tumor in November 1987. The new President, Ali Saibou, has 
liberalized the political and economic life of Niger. He released 
over 150 political prisoners and granted an amnesty for Nigerien 
exiles abroad. President Saibou continues his predecessor's 
policies of disengaging the state from control over the economy, 
encouraging the private sector to assume a greater role and 
returning to democratic government. He was a major force behind 

a new constitution voted into force by referendum during 1989. 





CURRENT TRENDS 


The Government of Niger continues to adhere to an austere IMF 
program committing Niger to structural adjustment of its economy, 
including encouragement of non-mineral sector production. Policy 
reform calls for restraint in civil service growth, concentrated 
public investment in infrastructure for the productive sectors and 
social overhead, and a dramatic reduction in the number of 
parastatal monopolies. The government instituted two major reform 
programs to implement these policies: the Economic Recovery 
Program (Program Significatif de Relance--PSR) and the Private 
Sector Support and Employment Generation Program (Programme 
D'Appui Aux Initiatives Prives et a la Creation D'Emplois-- 
PAIPCE). 


PSR was launched in 1986 and continues to reflect the government's 
intention to move from stabilization of the nation's economic 
situation toward sustainable growth. The private sector's role 

in economic recovery is acknowledged as is a diminishing role for 
the state. Since adoption of the PSR, price controls have been 
reduced, requirements for the formation of companies have been 
relaxed, tariffs and customs duties have been reduced, and il 
parastatals have been privatized. 


PAIPCE was designed to create employment in the private sector and 
reduce government expenditures by encouraging civil servants to 
leave public service. Incentives to leave include severance pay, 
immediate but reduced pensions or refunded pension contributions, 
and access to credit backed by government guarantees, The govern- 
ment's expenditure controls are focused on the civil service, and 
an action plan for its reform is in process. A competitive 
examination process is scheduled to begin in 1990. At present, 
civil service recruitment is limited to the areas of education 

and health. 


A sustained effort to come to grips with external debt is another 
part of Niger's reform package. Debt-service obligations reached 
50 percent of government revenue and 30 percent of export earnings 
in 1982. At that point, Niger rescheduled 
government-to-government debt via the Paris club in November 

1983, and private debt through the London Club in March 1984, 
Paris Club debt rescheduling has continued on an annual basis. 


Niger's external debt is $1.3 billion or 60 percent of GDP. Debt 
service was 49 percent of exports in 1988 before rescheduling and 
38 percent after rescheduling. 


In 1989, France and the United States announced the forgiveness 
of certain government-to-government debts owed by Niger. MTwo- 
thirds of Niger's bilateral debt is held by the Government of 
France or French private financial institutions. The remainder 
of the bilateral debt is held by the United States, Spain, the 
United Kingdom, and several Arab donors. 





SECTOR ANALYSIS 


Niger's current gross domestic product (GDP) is $2.4 billion. 
Agriculture, livestock, forestry, and fisheries account for 36 
percent of GDP. Commerce, transport, and other services represent 
26 percent of GDP. The industrial sector, primarily public 
utilities and handicraft production, equals 11 percent of GDP. 

The government also represents 11 percent of GDP. All mining 
activity represents less than 7 percent of GDP. The industrial 
sector and the government increased as shares of GDP in the last 
10 years. 


The Rural Sector 


Over 90 percent of the population is engaged in agriculture, 
livestock, forestry, and fisheries, which together account for 36 
percent of GDP. Only 12 percent of Niger's total land area, 
located along the nation's southern border, is potentially useful 
for rainfed cultivation. The remainder of the nation's territory 
lacks the soil resources or rainfall for successful cultivation. 
Another 12 percent of the nation's land is suitable for grazing. 
Livestock is Niger's second largest foreign exchange source after 
uranium. Cowpeas are the third largest export. 


Official export statistics are not always reliable due to porous 


borders. For example, the cowpea production of 239,000 metric 
tons for 1976-87 generated 19,000 metric tons per year of 
officially recorded exports. Unofficial exports may have averaged 
as much as 145,000 metric tons per year. 


Policy reform: Agricultural reform remains a top priority for the 
government. The nation intends to shift policy emphasis from 
self-sufficiency in food to self-reliance, e.g., food security by 
means of food production and trade. The government, with the 
assistance of foreign donors, is formulating programs to encourage 
crop diversification and raising crops for export such as onions, 
garlic, cowpeas, peppers, and potatoes. 


Sector reform also involves elimination of many subsidies for 
agricultural inputs, such as fertilizers and pesticides, and 
liberalization of grain marketing. Reform of agricultural credit 
is under way and price controls for cereals have been eliminated. 


Government policy also seeks to reduce herd size and to promote 
more intensive commercial meat and dairy production. These 
government programs are most successful during times of crisis. 
Though traditional herding patterns may re-emerge with adequate 
long-term rainfall, there is some preliminary evidence of a 
genuine change in both the composition and the disposition of 
herds, 





The government has been engaged in an initiative to draft a "Rural 
Code" since 1986. The code is designed to produce regulations and 
land resource management policy to safeguard the ecology and 
improve investment returns on the land. Clear legal rights to 
land and to the products it provides are an important part of the 
code. 


Periodic drought: Increasing desertification plagues Niger. 
Since its independence in 1962, Niger has been ravaged by several 
drought cycles, including the "Great Drought" of the early 1970s. 
During that period, many herders and farmers migrated south into 
Nigeria and livestock herds were destroyed or moved to other 
countries, 


In 1984, there was virtually no harvest in many areas due to poor 
rainfall. The United States participated in a massive donor 
response to that drought by contributing 125,000 tons of sorghum 
as well as financial support for other relief activities. 


In 1988, an ideal rainfall and bountiful harvest advanced GDP by 
14 percent. The situation in 1989 paralleled the 1987 harvest, 
in both years late rains and spotty distribution produced meager 
but not catastrophic harvests. The major difference in 1989 was 
that reserves from the 1988 harvest still existed. 


Principal food crops: Millet, sorghum, cowpeas, and cassava are 
Niger's principal rainfed food crops. With the exception of 
cowpeas, these crops are grown primarily for on-farm consumption. 
Cowpeas are Niger's third most important export after uranium and 
cattle, 


For many years peanuts were the nation's principal cash crop both 
for processing and for export. After the Great Drought and the 
reduced world demand and prices for Niger's peanuts in the 1970s, 
peanut production gave way to cowpeas. Cotton is a cash crop, 
but quality problems limit its value and near term potential. In 
1988, only 6,000 metric tons of cotton were produced. Rice is 
grown where irrigation is available, but production is well below 
domestic demand. 


Livestock: Twelve percent of Niger's GDP is generated by live- 
stock production, which support 29 percent of the population. 
Livestock is the single largest foreign exchange earner after 
uranium exports. Official statistics seriously underrepresent 
total exports as many animals cross Niger's borders without 
documentation, 


Livestock losses in the 1972-74 Great Drought were recouped by 
1983. Huge losses, up to 50 percent of the national herd, were 
incurred again in the 1984-85 drought. Traditionally herds 





moved north and south with the seasons. Inadequate rainfall over 
the years reduced the potential forage in the north, concentrating 
more animals further south than ever before. Currently, most 
animals found in the pastoral zone are camels, goats, and sheep. 


Mining and Energy 


Uranium: Niger is the third largest exporter of uranium in the 
world. The nation's two mines, an open pit operation operated by 
the firm SOMAIR, and an underground operation operated by the 
firm COMINAK, are primarily owned and operated by French 
interests. Japan, West Germany, Spain, and Niger are also 
shareholders in these operations. 


Niger's uranium production, grew dramatically in the late 1970s 
and early 1980s, with 1981s production of 4,360 metric tons 
representing more than double the 1978 level of 2,000 metric tons. 
During this boom period, Niger invested its earnings from uranium 
and borrowed against future earnings to finance development 
projects, especially infrastructure. Modern buildings dot Niamey 
and other major towns, and the nation is linked by modern tele- 
communications and a network of paved all-weather roads. But when 


uranium prices fell, government borrowing became an overwhelming 
burden, 


Global demand for uranium, the country's largest export commodity 
remains depressed. In the early 1980s, uranium represented 40 
percent of government revenue; currently, it represents less than 
12 percent, and this percentage may fall further. Originally, 
additional mines were planned to tap the vast Imouraren reserves, 
but the fall in world prices and demand shelved such projects 
indefinitely. American participation in Niger's uranium industry 
ended in 1983 when CONOCO gave its shares in the Imouraren 
concession back to Niger. 


SOMAIR and COMINAK have been adversely affected by the world 
uranium market slump. Cumulatively, the negotiated price at which 
Niger sells its uranium to its production partners has declined 16 
percent. There is reason to believe that the price will continue 
to decline. The mines production has gradually declined to a 
combined total of 3,000 metric tons per year. The combined impact 
of price and quantity declines is a 25 percent reduction in export 
receipts since 1983. 


The Government of Niger is willing to sell its uranium to new 
customers but has had little success. Niger is hindered by the 
mines' high production costs. 


Tin: Niger ranks 25th as a tin producer in the world. All of 
Niger's production is from three small mines near El Mecki in the 
Air Mountains. These mines are operated by the Societe Miniere 
du Niger (SMDN). The small annual production has traditionally 
been exported to the Netherlands. In 1988 119 metric tons of tin 
were exported. 





Oil: Oil exploration has been taking place in the Agadem basin, 
north of Lake Chad, since 1975. The French company Elf Aquitaine 
and an Exxon subsidiary currently hold a joint exploration permit 
for the Agadem basin. Elf does the actual exploration. Given the 
remote location of the basin, massive investment will be 

necessary to recover and transport significant quantities of oil. 
Petroleum royalties would provide a welcome boost to the economy, 
but are unlikely to reach Niger's coffers in the immediate future. 


Coal: Only one of the nation's coal deposits is currently in 
use--Anou-Araren, north of Agadez. The coal is being extracted 
using open pit mine techniques, by Societe Nigerien de Charbon 
(SONICHAR). This parastatal operates a coal-fueled electricity 
generating plant at the coal mine site, 


SONICHAR's 1988 coal production was 164,000 metric tons. The 
electricity SONICHAR produces is used by the uranium mines located 
180 kilometers to the north. The SONICHAR plant operates well 
below capacity. It was designed and built with capacity for three 
additional uranium operations that never materialized. The 
remainder of the nation's electricity needs are met by oil-fired 
power stations or electricity imported directly from Nigeria's 
power grid. 


The known coal reserves of Niger are of low quality and not 
competitive on the export market. Aside from SONICHAR's 
operation, none of Niger's coal reserves are being exploited for 
commercial use, but these reserves may provide an alternative to 
the nation's heavy reliance on wood as a cooking fuel, 


Firewood's energy value is 4,250 kcal/kg; the coal at Anou-Araren 
has a caloric value of 3,550 kcal/kg. Numerous isolated coal 
discoveries have been made in Niger with similar caloric values. 
Tahoua, about 300 kilometers north of Niamey, has reserves with a 
4,000 kcal/kg. Discoveries have also been made north of Zinder, 
near Filingue, and at Solomi, 30 kilometers north of Agadez. 
Solomi's reserves have an energy value of 7000 kcal/kg. 


Gold: Exploitable quantities of gold, at current world prices, 
are known to exist in Niger, with deposits located in the region 
between the Niger river.and Niger's border with Burkina Faso. 
Recently, the Government of Niger declined to lease a mining 
concession, which would have been exploited in 1990, to conduct a 


three-year study of the nation's reserves and its potential as a 
gold producer. 


EXTERNAL TRADE 


Niger's external trade deficit remains a serious problem. It is 
another product of the decline in revenues from uranium and the 
rising costs of imports. 





Niger's principal trading partners are France and Nigeria. Over 
80 percent of Niger's recorded exports go to France, and 35 
percent of imports originate in France. France is the largest 
purchaser of Niger's uranium and is the major source of imports 
of vehicles, machinery, and electronic equipment. 


Nigeria is Niger's second largest trade partner. Nigeria is the 
prime source of petroleum products and many of the consumer 
products that trade in the marketplace. Niger's exports to 
Nigeria consist primarily of animals, cowpeas, hides, and 
vegetables. There is considerable smuggling between the two 


countries; therefore, official statistics underestimate actual 
trade, 


Other significant trading partners are Japan, West Germany, Great 
Britain, China, and Italy. Trade with the United States is 
insignificant. Commercial imports from the United States (not 
counting donated food aid) average $2 million, while exports to 
the United States seldom exceed $10 million. Principal imports 
from the United States are food items, machinery, and spare parts. 


MONEY AND BANKING 


Niger shares a common currency with six other members of the West 
African Monetary Union (Benin, Burkina Faso, Cote d'Ivoire, Mali, 
Senegal, and Togo). The currency, the CFA Franc, is pegged to 
the French franc at the rate 50 CFA to 1 French franc and is 
backed by the French Treasury, insuring convertibility. The 


members also share a common central bank, BCEAO, the Central Bank 
of West African States. 


There are three development banks, five commercial banks, and 
three non-bank financial institutions operating in Niger. The 
development banks include the Development Bank of the Republic of 
Niger (BDRN), the Agricultural Credit Bank (in liquidation), and 


Credit of Niger, a bank which specializes in mortgage lending to 
Civil servants. 


Niger's five commercial banks were all established after 1977. 
These five institutions are Banque Internationale pour 1'Afrique 
Occidentale (BIAO), Banque Libyenne-Nigerienne pour le Commerce 
Exterieur et le Developpement (BALINEX), Nigeria International 
Bank (formerly Citibank), the Massraf Faycal Al Islami-Niger, and 
the Banque de Credit et de Commerce Niger (BCC). 


Three non-bank financial institutions are owned by the government. 
They are the Caisse Nationale d'Epargne (CNE), a public savings 
institution; the Caisse de Prets aux Collectivites Territoriales 
(CPCT), which provides funds to the nation's local governments; 
and the Fond d'Intervention en Faveur des Petites et Moyennes 
Enterprises Nigeriennes (FIPMEN), which channels government 
assistance to small and medium-scale local businesses, 
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The banking sector remains highly concentrated, both in terms of 
its geographical coverage and in terms of market control. The 
development banks dominate lending, while BDRN AND BIAO control 
about 96 percent of total private deposits. The BDRN dominates 
the banking sector with over 44 percent of total assets, 63 
percent of loan disbursements, and 50 percent of private deposits. 
The BDRN experienced financial difficulties in 1989 and is in the 
process of being restructured with World Bank assistance, 


TOURISM 


The government has taken steps to promote both international and 
domestic tourist traffic since 1984. Niger benefits from 
significant trans-saharan tourist traffic and is one of the loci 
of the famous Paris-Dakar Rally. The government has targeted 
tourism and hotels as potential areas for foreign investment as 
well as contributors to short-term economic growth. The Parc "Ww" 
game reserve in the southwestern part of the country and the city 
of Agadez at the edge of the desert are Niger's most popular 
tourist attractions. 


OUTLOOK FOR THE FUTURE 


Niger's future economy will remain dependent on the weather, 
economic conditions in neighboring Nigeria, and world market 
conditions for its mineral wealth. Niger has no control over any 


of these factors. 


What Niger can control is its reform effort to maximize the 
benefits possible from its limited resources. In addition to 
economic reform, Niger's leaders are attempting to educate the 
population on the subject of family planning. The relationship 
between population control, economic growth, development and a 
limited resource base has become clear. Family planning remains 
a sensitive issue in a country with a population that is 
predominantly rural and over 90 percent Muslim. 


The government also recognizes the need to arrest the advance of 
the Sahara desert. Desertification receives 2xtensive publicity, 
and measures to counter soil erosion and to plant wind breaks are 
under way. The theme of the August 15 National Day for the past 
several years has been tree planting. Most of the population 
continues to depend on wood as its primary fuel source. 


It is clear that the success of the government's reform efforts 
and the nation's ability to feed itself are subject to climatic 
variables. If drought dominates Niger's future, then Niger will 
remain dependent on the international donor community for food 
and survival. The experts' growing consensus that the greenhouse 
effect is increasing worldwide temperature levels is not 
encouraging. The specific long-term climatic patterns and 
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desertification rates in the Sahel, under this emerging consensus, 


have not been defined. There is small chance that the change will 
be beneficial. 


The common border between Niger and Nigeria, extending over 1,000 
miles and dominated on each side by the same ethnic group, the 
Hausa, binds the markets of the two countries. Because Niger has 
the smaller economy, its market fortunes rise and fall with 
developments in Nigeria. As elsewhere in West Africa, Niger has 
a parallel market where the "hottest" commodity is often the 
latest one banned in Nigeria. Nigeria's 1986 ban on wheat imports 
caused a flour shortage in Niamey as flour moved from the market 
shelves in Niger to traders' inventories in Nigeria. Similarily, 
Nigeria's subsidies on cement, fertilizer, electricity, and other 
products (or the absence of subsidies) directly affects price and 
availability in Niger. 


COMMERCIAL POTENTIAL FOR THE UNITED STATES 


American involvement in Niger's small modern business sector is 
extremely limited. European distributors resident in Niger 
handle distribution for several American product lines, and 
European subsidiaries of several American companies maintain 
small operations in Niger. 


Growth prospects for American business in Niger remain limited. 
American products are well received in Niger, especially if they 
are backed by an appropriate service network, but the market size 
is small. For example, there are only 40,000 electricity 
customers, industrial and residential, in Niger. There has been 
no involvement by the United States in the uranium sector since 
1983 when CONOCO returned its share of the Imouraren concession 
to the government. EXXON holds a percentage of the concession 
for oil exploration being performed by Elf Aquitaine in the Lake 
Chad region, but the work is being performed by Elf. Pipeline 
building, well drilling, and other aspects of the oil business 
may be prospects during the 1990s. 


Until October 1987, the most visible American business presence 

in Niger was Citibank. Its Niger branch was taken over by Nigeria 
International Bank (NIB), and Citibank became a minority owner, 
Similarily, Texaco sold its distribution operation to the French 
firm Total in 1984, though Texaco signs are still seen in Niger. 


Exports of food from the United States are likely to remain a 
possibility indefinitely, especially during periodic harvest 
failures. Most U.S. food sent to Niger is donated as emergency 
assistance, but American wheat represents 25 percent of Niger's 
limited commercial wheat purchases. 
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Mineral exploration and development of mining concessions is one 
of the most likely areas for American business. The Government 
of Niger encourages international participation in its mineral 
industry. There may be opportunities to develop mining 
concessions on reasonable terms. Gold, coal, tin, and petroleum 
are known to exist, as well as uranium, but Niger's mineral 
resources have not been thoroughly surveyed and other 
possibilities may also exist. 


There may also be opportunities for investment in the nation's 
existing businesses as the parastatal organizations are sold off 
by the government. U.S. companies should also remain alert to 
the wide range of development opportunities being funded by the 
World Bank, the African Development Bank, and the U.S. Agency for 
International Development (USAID). 


American businesses interested in investing or opening a business 
in Niger should be committed for the long haul, speak French, and 
have previous business experience in the developing world. An 
OPIC investment guarantee treaty has been in effect with Niger 
since 1962. 


INVESTMENT POLICY 


Niger has a liberal investment climate. The current investment 
code, in effect since 1974, provides for tax relief and tariff 
protection, allocated according the the level of investment, in 
the following fields: energy production, mineral exploration and 
mining, textiles, agriculture, fertilizers, consumer goods, 
forestry, animal husbandry, fishing, and hotels. The code is 
being revised and will then offer tax advantages to smaller scale 
investment in a broader number of areas. 


Foreign investment is concentrated in uranium mining, but the 
government seeks to encourage and attract private investment in 
almost all sectors of the economy. The government has made it 
clear that foreign buyers of ailing parastatal operations are 
welcome, though few of these firms look very attractive to 
investors at present. Government participation in commercial and 
mining ventures is not required by law. Principal investment 
disincentives are relatively cumbersome administrative 
procedures, a shortage of skilled labor, the limited local 


market, high taxes, and shipping costs to and from international 
markets, 


Profits after taxes may be fully converted and repatriated. 
Niger shares a common currency, the CFA franc, with its fellow 
members of the West African Monetary Union. The full 
convertibility of the CFA with the French franc enables Niger to 


operate an open economy with a liberal system of repatriation of 
earnings. 








